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(8) To pay the salaries of any em-
ployee or owner of the Borrower, its 
subsidiaries, or affiliates. This restric-
tion does not prohibit the use of loan 
or grant funds for printing and similar 
costs for project feasibility studies it 
has prepared, commissioned or pur-
chased if specifically approved by the 
Administrator. This restriction is sub-
ject to the operating expense allowance 
for revolving loan funds set forth in 
§ 1703.22 (a)(6); 

(9) To fund feasibility studies and 
technical assistance as set forth in 
§ 1703.18 independently of projects 
which are funded under the zero-inter-
est loan and grant program; 

(10) For community antenna tele-
vision systems or facilities except as 
provided in § 1703.17(d) of this subpart; 

(11) For proposed projects located in 
areas covered by the Coastal Barrier 
Resources Act (16 U.S.C. 3501 et seq.); or 

(12) For anything other than an ap-
proved purpose. 

(b) [Reserved] 

[59 FR 11707, Mar. 14, 1994, as amended at 59 
FR 53930, Oct. 27, 1994]

§ 1703.21 Limitations on the use of 
zero-interest loan and grant funds. 

(a) A borrower may not charge inter-
est for the use of the proceeds of the 
zero-interest loan provided under this 
program; however, it may charge rea-
sonable loan servicing charges, reason-
able legal fees involved in providing 
the RUS funds to the recipient, and the 
amount paid for an irrevocable letter 
of credit made payable to RUS and 
issued on behalf of the borrower that 
guarantees repayment of an RUS zero-
interest loan, all as determined by the 
Administrator. A borrower may require 
the recipient of a pass-through-loan to 
provide and/or obtain adequate secu-
rity for the zero-interest loan funds. 

(b) A borrower must calculate any 
costs to charge in connection with the 
use of grant funds under this program 
for the project and must temporarily 
deposit the grant funds in accordance 
with 7 CFR parts 3015, Uniform Federal 
Assistance Regulations, and 3016, Uni-
form Administrative Requirements for 
Grants and Cooperative Agreements to 
State and Local Governments, as ap-
propriate. Grant funds will be dis-

bursed to the Borrower in accordance 
with § 1703.61(b). 

(c) A borrower may not make a profit 
from any zero-interest loan or grant 
provided from the subaccount, with the 
exception of the $500 interest income 
exclusion in paragraph (d) of this sec-
tion. 

(d) The Borrower may not requisition 
zero-interest loan funds unless those 
funds are deposited into the Borrower’s 
RUS construction fund trustee ac-
count. The Borrower will be required to 
set up a separate Federally insured ac-
count called the Rural Economic De-
velopment Account, if loan funds are 
not expected to be disbursed within 
two months after receipt from RUS. 
All interest earned on temporarily de-
posited zero-interest loan funds in ex-
cess of $500 per 12-month period must 
be used for approved purposes or re-
turned to RUS. Interest earned in ex-
cess of $500 per 12 month period and re-
turned to RUS will not be used to re-
duce the Borrower’s principal indebted-
ness. Grant funds will be disbursed by 
RUS in accordance with 7 CFR parts 
3015 and 3016, and § 1703.61(b). 

(e) The borrower may not condition 
the receipt of the proceeds of a zero-in-
terest loan or grant under this subpart 
with the requirement that the recipi-
ent take electric or telephone service 
from the borrower. 

[57 FR 44317, Sept. 25, 1992, as amended at 59 
FR 11708, Mar. 14, 1994]

§ 1703.22 Revolving loan program. 

Grant funds under this section will 
be provided only to RUS Borrowers on 
a non pass-through basis. RUS Bor-
rowers will, in turn, provide loans to 
foster rural economic development in 
accordance with this subpart and the 
specific requirements of this section. 

(a) General. Grant funds disbursed to 
RUS Borrowers to establish revolving 
loan programs under this section are 
subject to the following requirements: 

(1) The uses, restrictions and limita-
tions for zero-interest loans set forth 
in §§ 1703.17, 1703.20 and 1703.21 respec-
tively; 

(2) Loans made by RUS Borrowers 
initially lending grant funds disbursed 
by RUS are limited to types of projects 
specified in § 1703.18 (d), (e), (f), (g) and 
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(h). Loans may also be made for feasi-
bility studies and technical assistance 
in accordance with § 1703.18 (b) and (c), 
respectively, but only for those types 
of projects specified in this paragraph 
(a)(2). Loans made from repayments of 
the initial loans made by RUS Bor-
rowers may be used for any rural eco-
nomic development purpose in accord-
ance with a prior agreement between 
the Borrower and RUS; 

(3) All other requirements relevant to 
zero-interest pass-through loans and 
grants outlined in this subpart, except 
the minimum size of a zero-interest 
loan as specified in § 1703.28(f); 

(4) The initial loans made from the 
revolving loan fund using the grant 
funds must carry an interest rate of 
zero percent; however, loans made from 
repayments of the initial loan may 
carry an interest rate in accordance 
with prior agreement with RUS. In ei-
ther case, the Borrower may charge 
reasonable loan servicing fees; 

(5) The Borrower will provide a board 
resolution certifying a commitment to 
provide and maintain additional fund-
ing to the revolving loan fund in an 
amount no less than 20 percent of the 
RUS grant approved. The Borrower will 
provide documentation that the addi-
tional funding has been deposited in 
the appropriate account in 
§ 1703.22(h)(1) prior to grant disburse-
ment. This requirement does not per-
tain to supplemental funding require-
ments for individual projects as set 
forth in § 1703.23. Additional funding re-
quired in this paragraph pertains only 
to borrowers establishing revolving 
loan funds, with the following provi-
sions: 

(i) Use of additional funding is sub-
ject to requirements set forth in para-
graph (b) of this section and with RUS 
concurrence; 

(ii) Individual projects funded under 
this section are subject to supple-
mental funds requirements set forth in 
§ 1703.23; 

(iii) At the Borrower’s option with 
RUS concurrence, all or a portion of 
the additional funding may be used to 
assist project owners receiving funding 
from Federal grant funds under this 
section to meet their supplemental 
funding requirements set forth in 
§ 1703.23 of this subpart. Such addi-

tional funding will be deemed as Fed-
eral funds and accounted for in accord-
ance with paragraph (h)(1)(i)(A) of this 
section for electric borrowers or para-
graph (h)(1)(ii)(A) of this section for 
telephone borrowers, as appropriate; 

(iv) At the Borrower’s option, all or a 
portion of the additional funding may 
be retained as non-Federal funds, for 
any rural economic development 
project(s), subject to paragraph (g) of 
this section and RUS concurrence. Ad-
ditional funding committed as non-
Federal will be accounted for in ac-
cordance with paragraph (h)(1)(i)(E) of 
this section for electric borrowers or 
paragraph (h)(1)(ii)(E) of this section 
for telephone borrowers, as appro-
priate; 

(6) Grant funds will only be provided 
to an RUS Borrower for a revolving 
loan program when a proposed budget 
submitted to RUS demonstrates and 
the Borrower agrees in writing that no 
more than 10 percent of grant funds re-
ceived are used to cover operating ex-
penses of the revolving loan program. 
Operating expenses include the costs of 
administering the revolving loan fund 
and the provision of technical assist-
ance to project owners. All proceeds in 
excess of those needed to cover author-
ized expenses, as described above, must 
revert to the revolving fund and be 
available for re-lending for eligible 
projects. Budgets which reflect ex-
penses incurred in operating the fund 
must be submitted to RUS annually; 

(7) The Borrower may charge reason-
able loan servicing charges. For pur-
poses of this section, loan servicing 
charges must not exceed an amount 
equal to the sum of one percent per 
year of the outstanding principal on 
the first day of each year on each 
project owner’s zero-interest loan 
which is made from the RUS grant pro-
ceeds; 

(8) The Borrower will submit docu-
mentation indicating that potential 
projects which are eligible for funding 
have sufficiently progressed in the 
planning stage to allow grant funding 
approved for a revolving loan program 
to be requisitioned by the Borrower, 
disbursed by RUS, and loaned to recipi-
ents within 3 years of the date of grant 
approval by RUS. Grant funds that 
have not been requisitioned within 3 
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years will be cancelled, unless the Ad-
ministrator has approved an extension 
in writing. Grant funds will be dis-
bursed by RUS in accordance with 
paragraphs (d) and (g) of this section; 

(9) If the revolving loan program is 
terminated, further disbursement of 
grant funds will be cancelled. Repay-
ments of loans made using grant funds 
which have been disbursed will be used 
in accordance with the Borrower’s 
rural development plan; 

(10) Payment of creditors which pro-
vide interim or construction financing 
to a viable project for eligible purposes 
as set forth in § 1703.18 of this subpart 
may be authorized. Refinancing for the 
sole purpose of replacing higher inter-
est conventional financing with zero-
interest revolving loan funds is not au-
thorized. 

(b) The Borrower’s rural development 
plan. RUS requires that the revolving 
loan program be administered in ac-
cordance with a rural development 
plan, developed by the Borrower and 
approved by RUS. The plan must be of 
sufficient detail to provide RUS with a 
complete understanding of what the 
Borrower intends to accomplish by ad-
ministering a revolving loan program. 
The rural development plan will pro-
vide the mechanics of how the revolv-
ing loan funds will be disbursed to the 
project owner. The rural development 
plan must outline the Borrower’s plans 
for administering the revolving loan 
program, during the initial period 
when RUS grant funds are lent by the 
Borrower and after the revolving fund 
becomes non-Federal in accordance 
with paragraph (g) of this section. The 
plan must outline the following: 

(1) Specific objectives for the revolv-
ing loan program, revolving loan oper-
ating procedures, lending parameters, 
maximum and minimum loan amount, 
and types of projects to be funded; 

(2) Documentation of Borrower’s co-
ordination of lending activities with 
other local entities that provide fi-
nancing for rural economic develop-
ment projects. Such documentation 
will indicate that the Borrower will 
not compete with, but supplement 
other sources of legal financing; 

(3) Eligibility criteria if other than 
outlined in this subpart; 

(4) The application process and meth-
od of disposition of the funds to the 
project owner; and 

(5) A procedure for monitoring the 
project owner’s accomplishments and 
reporting requirements by the project 
owner’s management. 

(c) The Borrower’s scope of work. Bor-
rowers applying for grant funding 
under this section must submit a scope 
of work to RUS. Applications for 
grants under this section will be evalu-
ated for funding based on the Bor-
rower’s rural development plan in para-
graph (b) of this section and the scope 
of work. The scope of work must con-
tain the following items: 

(1) Documented need for grant funds. 
The Borrower must identify a suffi-
cient number of rural development 
projects of the type specified in § 1703.18 
(d), (e), (f), (g), and (h) which are cur-
rently being planned requiring zero-in-
terest loans equal to the amount of 
grant assistance requested from RUS. 
These projects may be supported with a 
community facilities plan, or other de-
velopment plan, prepared by local com-
munity leaders in cooperation with the 
Borrower. For each project, the Bor-
rower will submit information required 
under § 1703.34; 

(2) Documented authority and ability 
of the Borrower to administer a revolv-
ing rural development loan program in 
accordance with the provisions of this 
subpart. The Borrower must provide a 
complete listing of all personnel re-
sponsible for administering this pro-
gram along with a statement of their 
qualifications and experience; 

(3) Documented ability of the Bor-
rower to commit financial resources 
under the control of the Borrower to 
assist in the establishment of a rural 
development revolving loan program. 
This should include a statement of the 
sources of funding for the administra-
tion of the Borrower’s operations, as 
well as financial and technical assist-
ance for projects; 

(4) Documentation that the Borrower 
has secured commitments of signifi-
cant financial support from public 
agencies and/or private organizations 
for supplemental funding to support a 
rural development loan program; 
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(5) A list of proposed fees and other 
charges the Borrower will assess the 
projects it funds; and 

(6) The Borrower’s rural development 
policy for non-Federal funds in accord-
ance with paragraphs (b) and (g) of this 
section. 

(d) Grant processing and approval. Ap-
plications for grants to establish re-
volving loan funds will be reviewed in 
accordance with §§ 1703.45 and 1703.46, 
and with the Borrower’s rural develop-
ment plan and scope of work outlined 
in paragraphs (b) and (c) of this sec-
tion. Grants will be processed in ac-
cordance with §§ 1703.58 and 1703.59. 

(e) Disbursement of grant funds. Bor-
rowers are not authorized to commence 
projects to be funded under this section 
until those projects have been sub-
mitted for authorization in accordance 
with paragraph (c)(1) of this section, or 
the projects have been submitted for 
authorization subsequent to grant ap-
proval in accordance with paragraph 
(e)(2) of this section. RUS grant funds 
will be disbursed on a reimbursement 
basis. However, upon written justifica-
tion by borrowers and approval by the 
Administrator, borrowers unable to 
fund projects under reimbursement 
provisions, for financial or other ex-
traordinary reasons, may receive grant 
funds under the special disbursement 
method by submitting unpaid invoices 
from project owners, and grant funds 
will be disbursed to borrowers and 
passed directly to project owners. In ei-
ther case, RUS grant funds will be dis-
bursed in accordance with the provi-
sions of 7 CFR Part 3015, Uniform Fed-
eral Assistance Regulations, the appli-
cable requirements of this subpart, the 
administrative provisions outlined in 
paragraph (g) of this section, and the 
following requirements: 

(1) Only projects authorized by RUS 
in accordance with paragraphs (c)(1) 
and (e)(2) of this section, for which ade-
quate documentation is submitted, in-
cluding receipts for expenditures under 
the reimbursement method or unpaid 
invoices under the special disburse-
ment method, as applicable, and cer-
tification of approved purposes, will be 
considered for disbursement; 

(2) A project which was not sub-
mitted prior to grant approval in ac-
cordance with paragraph (c)(1) of this 

section, may be authorized for funding 
subsequent to grant approval. A 
project which is authorized for funding 
under this paragraph will be considered 
for disbursement at the first allowable 
time period after project authorization 
in accordance with paragraphs (e)(3) 
and (e)(4) of this section. Project au-
thorization after grant approval is sub-
ject to the following requirements: 

(i) The project meets the specific ob-
jectives for the Borrower’s revolving 
loan program as outlined in paragraph 
(b)(1) of this section; 

(ii) The Borrower presents evidence 
that the project requested for author-
ization can be funded prior to projects 
which were authorized prior to grant 
approval in accordance with paragraph 
(b)(1) of this section; and 

(iii) RUS approves the project for 
funding in accordance with § 1703.34; 

(3) Under the reimbursement method, 
grant funds requisitioned for individual 
projects in increments of less than 
$100,000, or less than 25 percent of the 
amount approved for the revolving loan 
fund, whichever is less, may be dis-
bursed semi-annually. Submission peri-
ods for requisitioning grant funds on a 
semi-annual disbursement basis will be 
14 days commencing from the 6-month 
anniversary date of grant approval. 
Grant funds under the special disburse-
ment method will be requisitioned in 
accordance with the applicable provi-
sion in paragraph (e)(4) of this section; 

(4) For the reimbursement method, 
grant funds requisitioned for individual 
projects in increments of $100,000 or 
greater, or at least 25 percent of the 
amount approved for the revolving loan 
fund, whichever is less, may be sub-
mitted for disbursement at any time. 
Under the special disbursement meth-
od, grant funds of less than $100,000 
may be requisitioned for disbursement 
at any time. However, the minimum 
requisition will be $50,000, or the total 
grant award, whichever is less. 

(f) Reporting requirements. (1) The Bor-
rower must maintain financial man-
agement systems and retain financial 
records in accordance with 7 CFR part 
3015, Uniform Federal Assistance Regu-
lations. 

(2) Borrower records must include an 
accurate accounting and source docu-
mentation to support each transaction 
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involving the revolving loan fund. 
Records are subject to a rural eco-
nomic loan review as set forth in 
§ 1703.66(g). 

(3) SF–269, ‘‘Financial Status Re-
port,’’ and a revolving loan program 
activity report will be required of all 
Borrowers on an annual basis. Reports 
will be submitted no later than 90 days 
after December 31 of each year. The 
program activity report will contain an 
aggregate list of projects funded, the 
amount funded for each project, the 
project repayment schedule, a brief de-
scription of each project, the project 
objectives, whether or not the project 
has been completed, and the projected 
number of jobs created or saved by 
each project. Reports under this para-
graph will be required until all grant 
funds have been disbursed and projects 
completed. 

(4) A performance report will be re-
quired for each project funded on an 
annual basis. Performance reports will 
be due no later than 90 days after De-
cember 31 of each year. Performance 
reports will be submitted until one 
year after project completion. Project 
performance reports will contain the 
following: 

(i) A comparison of actual accom-
plishments during the reporting period 
to the objectives established for the 
project and, if not attained, reasons 
why established objectives were not 
met; 

(ii) Problems, delays, or adverse con-
ditions which will materially affect at-
tainment of planned project objectives, 
prevent the meeting of time schedules 
or objectives, or preclude the attain-
ment of project work elements during 
established time periods. This disclo-
sure shall be accompanied by a state-
ment of the action taken or con-
templated to resolve the situation; 

(iii) Projected accomplishments for 
the next reporting period, if applicable; 
and 

(iv) Status of compliance with any 
special conditions for project funding, 
if applicable. 

(5) Borrowers must report and remit 
interest earned on advances of grant 
funds deposited in interest accounts to 
RUS on a quarterly basis in accordance 
with 7 CFR part 3015, Uniform Federal 
Assistance Regulations. 

(g) Non-Federal funds. Once all RUS-
derived grant funds have been utilized 
by the Borrower to fund rural develop-
ment projects according to the provi-
sions of this section and the applicable 
provisions of this subpart, loans made 
by the Borrower thereafter from repay-
ments to the revolving loan fund shall 
not be considered as being derived from 
Federal funds and the requirements of 
these regulations will not be imposed 
on the Borrower or project owners. 
However, the Borrower will, as a condi-
tion for receiving a grant under this 
section, agree to the following condi-
tions: 

(1) To maintain a revolving loan ac-
count to promote rural economic de-
velopment in accordance with the Bor-
rower’s rural development plan for 
non-Federal funds submitted in accord-
ance with paragraph (b) of this section; 

(2) To maintain the additional fund-
ing supplied by the Borrower in accord-
ance with paragraph (a)(5) of this sec-
tion and interest earnings within the 
revolving loan fund; 

(3) Approval may be granted by the 
Administrator to terminate the revolv-
ing loan program, or modify the re-
quirements set forth in paragraphs 
(g)(1) and (g)(2) of this section, upon 
written request and justification by 
the Borrower. Should the Borrower ter-
minate the revolving loan program 
without obtaining approval by the RUS 
Administrator, the Borrower will re-
turn the amount of the original grant 
to RUS. 

(h) Administrative provisions. The re-
quirements of this paragraph set forth 
the procedures for accounting, requisi-
tioning and disbursement of Federal 
funds, those funds initially disbursed 
for projects which may be funded in ac-
cordance with an approved rural devel-
opment plan and scope of work sub-
mitted by the Borrower. Disbursement 
of grant funds will be approved on a re-
imbursement basis after the grant 
agreement is executed by RUS and the 
Borrower, the applicable provisions of 
this subpart are met, subject to dis-
bursement restrictions in paragraph (e) 
of this section, and the requirements in 
paragraphs (h) (1) through (3) of this 
section. 

(1) Accounting requirements. Account-
ing will be performed in accordance 

VerDate jul<14>2003 02:36 Jan 18, 2004 Jkt 203021 PO 00000 Frm 00036 Fmt 8010 Sfmt 8010 Y:\SGML\203021T.XXX 203021T



37

Rural Utilities Service, USDA § 1703.22 

with 7 CFR part 1767, Accounting Re-
quirements for RUS Electric Bor-
rowers, or 7 CFR part 1770, Accounting 
Requirements for RUS Telephone Bor-
rowers, as appropriate. The Borrower 
will maintain accounts for the revolv-
ing funds as follows: 

(i) RUS electric Borrowers. (A) A gen-
eral ledger Account 131.13, ‘‘Cash-Gen-
eral—Economic Development Grant 
Funds.’’ The Borrower will debit this 
account in an amount equal to the 
amount of the grant received from 
RUS, any additional funds deemed Fed-
eral from the Borrower as required by 
paragraph (a)(5)(iii) of this section, and 
all other funds advanced for the 
project, regardless of the source, if con-
trolled by the Borrower. The Borrower 
will credit this account for all expendi-
tures made with Federal funds on be-
half of the rural development project. 

(B) A general ledger Account 124.1, 
‘‘Other Investments—Federal Eco-
nomic Development Loans.’’ The Bor-
rower will debit this account in the 
amount of Federal funds the Borrower 
advances to non-associated organiza-
tions for authorized rural economic de-
velopment projects. For each debit in 
this account, a corresponding credit 
will be made in Account 131.13 in para-
graph (h)(1)(i)(A) of this section. This 
account will be credited with repay-
ments of loans made with Federal eco-
nomic development grant funds. 

(C) A general ledger Account 123.3, 
‘‘Investment in Associated Compa-
nies—Federal Economic Development 
Loans.’’ The Borrower will debit this 
account in the amount of Federal funds 
the Borrower advances to associated 
organizations for authorized rural eco-
nomic development projects. For each 
debit in this account, a corresponding 
credit will be made in Account 131.13 in 
paragraph (h)(1)(i)(A) of this section. 
This account will be credited with re-
payments of loans made with Federal 
economic development grant funds. 

(D) Account 421, ‘‘Miscellaneous Non-
operating Income.’’ The Borrower will 
credit this account in the amount of 
grant funds disbursed by RUS resulting 
from an approved requisition request in 
accordance with paragraph (h)(2) of 
this section. 

(E) A general ledger Account 131.14, 
‘‘Cash-General—Economic Develop-

ment Non-Federal Revolving Funds.’’ 
The Borrower will debit this account 
with any additional funds deemed non-
Federal from the borrower as required 
by paragraph (a)(5)(iv) of this section, 
cash received from the repayment of 
loans made from accounts in para-
graphs (h)(1)(i)(B), (h)(1)(i)(C), 
(h)(1)(i)(F), and (h)(1)(i)(G) of this sec-
tion. The Borrower will credit this ac-
count to reflect loans made for rural 
economic development projects from 
non-Federal funds from accounts speci-
fied in paragraphs (h)(1)(i)(F) and 
(h)(1)(i)(G) of this section. 

(F) A general ledger Account 124.2, 
‘‘Other Investments—Non-Federal Eco-
nomic Development Loans.’’ The Bor-
rower will debit this account in the 
amount of non-Federal funds the Bor-
rower advances to non-associated orga-
nizations for authorized rural economic 
development projects. For each debit 
in this account, a corresponding credit 
will be made in Account 131.14, in para-
graph (h)(1)(i)(E) of this section. This 
account will be credited with repay-
ments of loans made from non-Federal 
economic development funds. 

(G) A general ledger Account 123.4, 
‘‘Investment in Associated Compa-
nies—Non-Federal Economic Develop-
ment Loans.’’ The Borrower will debit 
this account in the amount of non-Fed-
eral funds the Borrower advances to as-
sociated organizations for authorized 
rural economic development projects. 
For each debit in this account, a cor-
responding credit will be made in Ac-
count 131.14, in paragraph (h)(1)(i)(E) of 
this section. This account will be cred-
ited with repayments of loans made 
from non-Federal economic develop-
ment funds. 

(H) A general ledger Account 171 
‘‘Interest and Dividends Receivable.’’ 
The Borrower will debit this account 
with the amount of interest earned on 
the revolving loan fund. The Borrower 
will credit this account and debit the 
appropriate cash account when the 
cash is received. 

(I) A general ledger Account 419, ‘‘In-
terest and Dividend Income.’’ The Bor-
rower will credit this account with the 
amount of interest earned on the re-
volving loan fund. 

(ii) RUS telephone Borrowers. (A) A 
general ledger Account 1130.4, ‘‘Cash—
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General Fund—Economic Development 
Grant Funds (Class A Companies)’’, or 
Account 1120.14, ‘‘Cash-General Fund—
Economic Development Grant Funds 
(Class B Companies).’’ The Borrower 
will debit the appropriate account in 
an amount equal to the amount of the 
grant received from RUS, any addi-
tional funds deemed Federal from the 
Borrower required by paragraph 
(a)(5)(iii) of this section, and all other 
funds advanced for the project, regard-
less of the source, if controlled by the 
Borrower. The Borrower will credit the 
appropriate account for all expendi-
tures made with Federal funds on be-
half of the rural development project. 

(B) A general ledger Account 1402.4, 
‘‘Other Investments in Nonaffiliated 
Companies—Federal Economic Devel-
opment Grant Loans.’’ The Borrower 
will debit this account in the amount 
of Federal funds the Borrower advances 
to nonaffiliated organizations for au-
thorized rural economic development 
projects. For each debit in this ac-
count, a corresponding credit will be 
made in the appropriate account in 
paragraph (h)(1)(ii)(A) of this section. 
This account will be credited with re-
payments of loans made from Federal 
economic development grant funds. 

(C) A general ledger Account 1401.1, 
‘‘Other Investments in Affiliated Com-
panies—Federal Economic Develop-
ment Grant Loans.’’ The Borrower will 
debit this account in the amount of 
Federal funds the Borrower advances 
to affiliated organizations for author-
ized rural economic development 
projects. For each debit in this ac-
count, a corresponding credit will be 
made in the appropriate account in 
paragraph (h)(1)(ii)(A) of this section. 
This account will be credited with re-
payments of loans made from Federal 
economic development grant funds. 

(D) Account 7360, ‘‘Other Non-oper-
ating Income (Class A Companies)’’, or 
Account 7300, Non-operating Income 
and Expense (Class B Companies), as 
appropriate. The Borrower will credit 
these accounts, as appropriate, in the 
amount of grant funds disbursed by 
RUS resulting from an approved req-
uisition request in accordance with 
paragraph (h)(2) of this section. 

(E) A general ledger Account 1130.5, 
‘‘Cash—General Fund—Economic De-

velopment Non-Federal Revolving 
Funds (Class A Companies)’’, or Ac-
count 1120.15, ‘‘Cash—General Fund—
Economic Development Non-Federal 
Revolving Funds (Class B Companies)’’, 
as appropriate. The Borrower will debit 
the appropriate account with any addi-
tional funds deemed non-Federal from 
the Borrower as required by paragraph 
(a)(5) of this section, cash received 
from the repayment of loans made 
from accounts in paragraphs 
(h)(1)(ii)(B), (h)(1)(ii)(C), (h)(1)(ii)(F), 
and (h)(1)(ii)(G) of this section. The 
Borrower will credit the appropriate 
account to reflect loans made for rural 
economic development projects from 
non-Federal funds from accounts speci-
fied in paragraphs (h)(1)(ii)(F) and 
(h)(1)(ii)(G) of this section. 

(F) A general ledger Account 1402.5, 
‘‘Other Investments in Nonaffiliated 
Companies-Non-Federal Economic De-
velopment Grant Loans.’’ The Bor-
rower will debit this account in the 
amount of non-Federal funds the Bor-
rower advances to nonaffiliated organi-
zations for authorized rural economic 
development projects. For each debit 
in this account, a corresponding credit 
will be made in the appropriate ac-
count in paragraph (h)(1)(ii)(E) of this 
section. This account will be credited 
with repayments of loans made from 
non-Federal economic development 
funds. 

(G) A general ledger Account 1401.2, 
‘‘Other Investments in Affiliated Com-
panies—Non-Federal Economic Devel-
opment Grant Loans.’’ The Borrower 
will debit this account in the amount 
of non-Federal funds the Borrower ad-
vances to affiliated organizations for 
authorized rural economic develop-
ment projects. For each debit in this 
account, a corresponding credit will be 
made in the appropriate account in 
paragraph (h)(1)(ii)(E) of this section. 
This account will be credited with re-
payments of loans made from non-Fed-
eral economic development funds. 

(H) A general ledger Account 1210, 
‘‘Interest and Dividends Receivable.’’ 
The Borrower will debit this account 
with the amount of interest earned on 
the revolving fund loan. The borrower 
will credit this account and debit the 
appropriate cash account when the 
cash is received. 
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(I) A general ledger Account 7320, 
‘‘Interest Income (Class A Compa-
nies)’’, or Account 7300.2, ‘‘Interest In-
come (Class B Companies)’’, as appro-
priate. The Borrower will credit this 
account with the amount of interest 
earned on the revolving fund loans. 

(2) Requisition requirements. Grant 
funds may be requisitioned by RUS 
Borrowers in accordance with disburse-
ment requirements in paragraph (e) of 
this section. Borrowers will be fully re-
imbursed for funds expended for ap-
proved projects funded. For each com-
pleted project, the Borrower will sub-
mit the following for reimbursement: 

(i) Standard Form 270, ‘‘Request for 
Advance of Reimbursement’’; 

(ii) Copies of cancelled checks and 
other verifiable source records sup-
porting the transactions; and 

(iii) Certification and evidence that 
the project costs to be reimbursed are 
for a project which has been authorized 
by RUS and are authorized costs for 
that project. 

(3) RUS review. Requisition requests 
will be evaluated for compliance with 
loan purposes previously submitted by 
the Borrower for project authorization 
in accordance with paragraphs (c)(1) or 
(e)(2) of this section, compliance with 
the Borrower’s rural development plan, 
accounting documentation submitted 
in paragraph (h)(1) of this section, and 
the cancelled checks and source 
records submitted. 

[59 FR 11708, Mar. 14, 1994, as amended at 59 
FR 38341, July 28, 1994; 59 FR 53931, Oct. 27, 
1994]

§ 1703.23 Supplemental funds require-
ments for zero-interest loans and 
grants. 

The Administrator will not select an 
application unless the project will re-
ceive supplemental funds in an amount 
at least equal to 20 percent of the RUS 
zero-interest loan and grant to be pro-
vided to the project, as determined by 
the Administrator. Supplemental funds 
as used in this section may come from 
the project owner in the form of equity 
funds, private sources, state and local 
government sources, other Federal 
Government sources, the borrower or 
other sources. Only supplemental funds 
that will be provided to the project 
after the date RUS receives the bor-

rower’s completed application may be 
used to satisfy this requirement. Sup-
plemental financing must be verified 
and committed to the project in form 
and substance satisfactory to the Ad-
ministrator before RUS will advance 
any funds.

§ 1703.24 [Reserved]

§ 1703.25 Significance of RUS financ-
ing to the total project cost. 

Selection of applications will be 
based on a preference for applications 
requesting RUS financing which will be 
at least equal to 5 percent of the total 
project costs, as determined by the Ad-
ministrator. Projects costs will be 
based on the amount that would be 
spent over the first 2 years after the 
first advance of RUS funds for the com-
ponent or phase of the undertaking for 
which the borrower is requesting RUS 
funds, as determined by the Adminis-
trator. The Administrator may deter-
mine that a component or phase, espe-
cially actions necessary to initiate a 
larger project, constitute a distinct 
project for the purposes of this section.

§ 1703.26 [Reserved]

§ 1703.27 Owner’s equity in the project. 
The Administrator may require, as a 

condition to RUS financing, that the 
owner(s) of the project invest equity 
capital if determined to be financially 
necessary, based on an RUS financial 
analysis and sound lending practices.

§ 1703.28 Maximum and minimum 
sizes of a zero-interest loan or grant 
application. 

(a) The maximum size of an applica-
tion that will be considered for funding 
under this subpart during a fiscal year 
will be 3 percent of the projected total 
amount available for the zero-interest 
loans or grants under section 313 of the 
Act during that fiscal year, rounded to 
the nearest $10,000. This determination 
will be made by the Administrator for 
each fiscal year. 

(b) Regardless of the projected total 
amount that will be available, the 
maximum size may not be lower than 
$200,000. 

(c) The projected total amount avail-
able during a particular fiscal year is 
calculated as the sum of the projected 
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